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EDITORIAL DEPARTMENT NOTE 


In view of the gigantic sums being expended by the Federal Gov- 
ernment and the problem of accounting control in connection with 
such expenditures, we feel that readers of the N.A.C.A. Bulletin 
will find most interesting the article in this issue on the operation 
of the Bureau of the B In this article Mr. Moe gives a current 


re of the functioning of a federal budget system and an insight 
into the financial end of our Government which all taxpayers and 

especially accountants will find most informative. 
Estimates of the Bureau of the B He came to the Bureau of 
the Budget in the fall of 1940 after ten years as Director of the 
Field Staff of Public Administration Service, Chicago, Ill. He is 
y known as the author and co-author of several manuals on 


Articles published in the Bulletin present many different viewpoints. 
In publishing them the Association is not sponsoring the view ex- 
but is endeavoring to provide for its members material which 

will be helpful and stimulating. Constructive comments are wel- 
be in the Forum Section of the Bulletin. 
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THE BUREAU OF THE BUDGET 
AND 
GOVERNMENTAL BUDGETING IN WARTIME 


By Gustave A. Moe, Chief Budget Examiner, 
Bureau of the Budget, Washington, D. C. 


The Wartime Budget 


for the war effort during this fiscal year which ends June 30, 
1943. That sum is more than twice the national income of the low 
depression year and more than 75 times the amount we spent on 
national defense in 1938. The budget submitted to Congress for 
the fiscal year 1944 for the war effort totals over 100 billion dol- 
lars, a fantastic sum of money. Figures of such magnitude, which 
are almost impossible to comprehend, indicate the tremendous 
problems involved in governmental budgeting in wartime. 

The Federal Budget System inaugurated in 1921 is undergoing 
its first wartime test. Under new concepts of the function of gov- 
ernmental budgeting, tried experiences have led to the present 
comprehensive Federal Budget System. The function is no longer 
limited to mathematical calculations and strait-jacketing prin- 
ciples working to the detriment of operating officials. To get a 
clear understanding of the present policy and administration of 
the Federal Budget System, it is necessary to understand the or- 
ganization, budget techniques, and procedures presently in effect in 
the Bureau of the Budget and throughout the executive depart- 
ments, establishments and agencies of the Government. 


Organization and Functions of the Bureau of the Budget 

Within the Bureau there are five divisions (each headed by an 
Assistant Director who is responsible to the Director for the work 
of his division) and a War Projects Unit. The Director’s imme- 
diate staff includes an Assistant Director, the General Counsel, the 
Personnel Officer, and the Administrative Officer. 

The conception of the Bureau of the Budget as staffed largely 
by bookkeepers is erroneous. The majority of the divisions of the 
’ Bureau are concerned mainly with coordinating duties in the 
fields of legislation, administration, fiscal policy, and management. 
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Those of the staff whose main duties concern budgetary facts are 
also trained administrators and examiners, for theirs is the con- 
tinuing, year-round task of planning wise apportionment and alert 
supervision of expenditures. Their duty—the duty of the entire 
Bureau—is to serve as agents of the President in his job of man- 
agement, to help in the efficient execution of the programs and 
policies of the administration as authorized and directed by the 


The purpose of the Federal Budget System is to provide central 
fiscal management of the administrative machinery of the Gov- 
ernment and to enable the President to submit regularly to the 
Congress a report on past activities and proposed financial pro- 
grams for consideration and action by the legislative branch. From 
1921 until the President’s Reorganization Act of 1939, transfer- 
ring the Bureau of the Budget from the Treasury Department to 
the Executive Office of the President, the Bureau of the Budget 
operated with a comparatively small staff but it now has a staff 
of over 500 to carry out its diversified duties. 


Estimates Division 


In the Federal Budget process the Estimates Division of the 
Bureau occupies a key position. To it come the estimates of ap- 
propriations for all agencies of the Government ; through it, after 
the process of review and examination, the estimates clear to the 
Director and through him to the President. But this direct budget- 
ary responsibility is only one of the Division’s duties ; construc- 
tively, its activities extend further. Its task, working in coopera- 
tion with the other establishments of the Government, involves 
continuous study and analysis of the administration’s policy and 
operations and financial requirements of every department, estab- 
lishment, and agency of the Government. It involves hearings and 
recommendations on the estimates of these agencies and the 
periodic apportionment of funds so that the work programs may 
proceed at the proper pace in relation to the appropriations there- 
for. 

Through the fund of facts and experience gained in these oper- 
ations, the Division is better able to discharge its added duty of 
watching for and reporting evidence of overlapping or duplication 
in the jurisdiction or the activities of government agencies. The 
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staff of the Division must often furnish advice and information 
for consideration in connection with the preparation or clearance 
of proposed legislation, enrolled bills, executive orders, and sim- 
ilar documents. In these matters, it works closely with other 
divisions of the Bureau of the Budget. 

Because complete familiarity with the policies, operations, and 
expenditures of the many government agencies is required, the 
staff of the Estimates Division has become specialized. To each 
of the nine groups of examiners there have been assigned specific 
government departments for year-round study and analysis. 

The examiners are chosen and assigned according to their quali- 
fications. Men with banking and financial experience, for example, 
may be assigned in general to the examination of the loaning and 
financing agencies of Government; men with experience in build- 
ing and estimates, to the construction agencies; men with organi- 
zation and administrative experience, to the more purely executive 
agencies. 

Division of Statistical Standards 


The Bureau exercises the function of analyzing the statistical 
programs of federal agencies with a view toward preventing du- 
plication of work and the resulting inefficiencies and confusion. 
In addition, the Bureau has made an effort this year to insure 
the availability of statistical information required to establish war- 
time controls over the supply and the use of critical facilities, 
materials, and services, Needless to say, there has been a tremen- 
dous increase in the requirements of federal agencies for statis- 
tical information. In some fields there is still a lack of reliable 
data to meet the needs of those responsible for programming 
activities. 

Staff members of this division have been assigned to work with 
the major agencies requiring and utilizing statistical information, 
and in cooperation with those agencies have been able in many 
cases to reduce the number of reports and to provide a better co- 
ordination and integration of their statistical systems. Much at- 
tention has been devoted to foreign trade and shipping statistics 
vitally necessary to the Lend-Lease Administration, the Board of 
Economic Warfare, the War Production Board, and the War 
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Shipping Administration. Working in conjunction with the De- 
partment of Commerce, the informational needs of these agencies 
have been consolidated and the Department has established pro- 
cedures to supply the data required. 


Fiscal Division 


This Division assists on matters of budget compilation, fiscal 
policy and over-all budgetary control. The staff of this division 
is concerned with the relationship of budget policies to economic 
and fiscal trends. 

Considerable attention has been given in recent months to many 
developments in the fields of taxation, rationing, prices, wages, 
credit, subsidies, and the like. At the request of the Director of the 
Office of Economic Stabilization, the Bureau has made several 
studies for and rendered assistance to the Director with respect 
to broad phases of our national economy. To as large an extent as 
possible, original research is held to a minimum and review, study, 
and correlation of the proposals of oter agencies dealing with 
the various phases of our economic problems are emphasized. 


Legislative Reference Division 


The Legislative Reference Division is responsible for the an- 
alyses and review of legislation and executive orders proposed by 
the departments and proposed departmental reports to Committees 
of Congress concerning pending legislation for the purpose of 
determining their relationship to the policy and program of the 
President. The major part of this task consists of reconciling the 
divergent points of view of interested federal agencies. The pro- 
cedure serves to provide the committees of Congress with a more 
authoritative expression of the administration’s point of view. 

The Division also ascertains the views and obtains the recom- 
mendations of the departments, establishments, and agencies of 
Government with respect to enrolled bills—measures which have 
been passed by Congress—and prepares recommendations to the 
President for their approval or disapproval, including drafts of 
veto messages in the case of recommendations for disapproval. In 
a single year the Division analyzed more than 1,000 such en- 

46 


Se 

Di 

age 

pa: 

of 

ger 

fot 

unt 

thi: 

: con 

gan 

of 

Ser 

all | 

the 

thr 

4 

to t 

sucl 

age! 

It 

mak 

be info 

thro 

| day- 

visit 

the 

4 | cont 

| larly 

men 

| War 

Tl 

engi 

of fe 

time 

| 
| 

H 


aoe 


September 15, 1943 N.A.C. A. Bulletin 


Division of Administrative Management ? 

The primary function of the Division of Administrative Man- 
agement in the Bureau of the Budget is to advise and assist de- 
partments and agencies of the Federal Government on problems 
of organization, administrative procedure, and management in 
general. The roots of the service this division renders can be 
found in the Budget and Accounting Act of 1921, but it was not 
until 1939 that the Bureau of the Budget organized to carry on 
this type of activity on a large scale. 

The range of the Division’s activities is wide. Projects may be 
concerned with inter-agency problems such as are involved in or- 
ganizing the wartime food program, with the internal organization 
of such agencies as the War Production Board or the Army 
Service Forces of the War Department, with problems common to 
all agencies such as the care and use of motor equipment, or with 
the establishment of administrative management units in agencies 
throughout the Government. 

Some investigations are undertaken as a result of requests made 
to the Budget Director by the President or the Congress. Others, 
such as those concerned with the internal administration of an 
agency, are normally made only on the invitation of agency heads. 
It is the policy of this division to develop relationships which 
make it possible to give assistance to government agencies on an 
informal advisory basis. In consequence, work is done largely 
through a process of direct negotiation and consultation. 

Much of the work of this division is a natural by-product of the 
day-to-day job of the Bureau of the Budget in clearing and ad- 
vising on administrative matters which must be acted upon by 
the President or by the Bureau as his agent. At all times close 
contact is maintained with other divisions of the Bureau, particu- 
larly with the Estimates Division, whose work is often comple- 
mentary to that of the Division of Administrative Management. 


War Projects Unit 
The staff of this unit systematically examines, in the field, the 
engineering and financial aspects of the war construction activities 
of federal agencies. Examiners spend about 80 per cent of their 
time on the sites of these construction projects. It is their duty 
to report on the location, site, conditions, type of construction, rates 
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of progress, utilization of equipment, and the project organization 
and control. 

Since the initiation of the program of war construction, more 
than 5,200 projects have been programmed at an aggregate cost 
of nearly 24 billion dollars. The examiners have visited nearly 
3,000 of these projects and have made repeated visits to several 
hundred. It is the practice of these engineers to send their reports 
to Washington currently so that the Bureau may immediately take 
up with the responsible agency heads any items which are impair- 
ing the prompt and satisfactory completion of these projects. An 
independent inspection by a group other than that of the agency 
responsible for the construction is of value in that it brings a fresh 
viewpoint to the various problems involved, and tends to keep the 
contracting agency on its toes. 

Budgeting Procedures and Techniques 

The basic budget procedures and techniques for presentation 
of budget etsimates in the operation of the Federal Budget System 
follow a general pattern whereby departments and agencies for- 
mulate their work programs and appropriation requests from 8 
to 10 months in advance of the fiscal year to which they relate. 
Annual budget circulars describe the procedure to be followed by 
the departments and agencies in presenting their requests and the 
justifications supporting them, as well as the method of assembling 
the estimates for submission to the Bureau of the Budget. How- 
ever, budgeting is a process, a system of fiscal control, not merely 
a book of estimates and requests. The estimates themselves are 
but a step in translating broad purposes and policies into specific 
day-to-day action. 

Budgeting is concerned primarily with programs, with pur- 
poses, and with the objectives of governmental actions and policy. 
This process is not carried on wholly within the Bureau of the 
Budget; it neither begins nor ends there. Ideas for changes in 
governmental programs in terms of services to people usually come 
from the citizens themselves. Subsequent budgetary procedures 
include the presentation and explanation of these programs and 
related estimates to the Congress, the enactment of appropriations, 
authorizations, and revenue measures, and all stages of financial 
control from the determination of periodic allotments to the post- 
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audit of expenditures. Through this system of legislative and 
administrative controls, assurance is given that federal officials, 
from the President down, are accountable to the people. 


Budgeting Responsibility of Departments and Federal Agencies 


Each department and agency of the Federal Government is 
required, in accordance with Sec. 214(a) of the Budget and Ac- 
counting Act of 1921, to designate a budget officer. It is the re- 
sponsibility of this officer to coordinate the estimates for his 
department or agency in accordance with the budget circular issued 
by the Bureau of the Budget and to submit these estimates as early 
as practicable after September 1, but in no case later than Sep- 
tember 15 of each year. Exceptions to the normal budget pro- 
cedures have been made for the military establishments and war 
agencies with reference to the submission of their estimates and 
the holding of hearings to better accommodate the Nation’s needs 
in the all-out war effort. 

War has compelled the omission of particulars from published 
estimates of war expenditures, for reasons of both military secrecy 
and administrative flexibility. But in no other fundamental respect 
has it required waiver of the budgetary process. On the other 
hand, the usual budget calendar preparation has had to undergo 
adjustments when applied to war expenditure estimates. Such 
estimates, as submitted to the Bureau of the Budget, are tentative 
and much less precise than other estimates. Although many of the 
details are filled in later during hearings within the Bureau and 
before Committees of Congress, the military estimates, even in 
these discussions, necessarily remain less specific than non-war 
items. 

During the past few years the Bureau of the Budget has assisted 
a number of departments and agencies in the establishment of ad- 
ministrative planning and budgeting divisions or sections to carry 
on the departmental budgeting function. These divisions or offices 
are usually attached to the office of the head of the department or 
agency, and clothed with sufficient authority and responsibility to 
assist bureaus and divisions in administrative matters and to issue 
instructions to the operating bureaus and divisions for furnishing 
budget estimates. These instructions require the constituent units 
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to furnish a complete estimate ; that is, language, schedules of obli- 
gations, and detailed justification, together with supporting sched- 
ules and programs of operations, for all activities contemplated 
for the ensuing fiscal year. Estimates received from the several 
bureaus, divisions, and sections of a department are adjusted and 
consolidated by the budget officer and reviewed by a central budget 
committee of the department. When the departmental budget 
review committee has completed its work, a tabulation of all agency 
estimates is prepared with summary justifications for action by the 
chief administrative officer and the head of the department. The 
approved estimates are then assembled for presentation to the 
Bureau of the Budget. 

Departmental budgets include, in addition to expenditure re- 
quirements, estimated income from receipts of various kinds and 
fees for services rendered. In the case of the Federal Budget, 
income is expressed in terms of revenue resulting from the tax 
program administered by the Treasury Department. Therefore, 
departments do not make recommendations as to the amount of 
revenues which should be collected or the sort of tax program 
that should be initiated by the Government as a whole. However, 
all departments have direct responsibility for the collection of 
Treasury. ; 


Analyses of Estimates 

When the estimates from the departments and agencies are re- 
ceived in the Bureau of the Budget, examiners make a preliminary 
review and analysis to ascertain that the budget circular require- 
ments have been met and that the estimates are in proper order 
for processing. Occasionally, because of legislation approved 
shortly before the time the estimates are submitted to the Bureau 
of the Budget, it is not possible to furnish complete estimates for 
all agency items. In such cases, tentative amounts are requested 
for the items involved to develop an over-all estimate of all govern- 


ment requirements. When the total estimated requirements have . 


been ascertained for all agencies and tentative estimates of rev- 

enues determined, the Director of the Bureau of the Budget con- 

fers with the President to develop the major policies to be followed 

in consideration of the estimates. This policy is then relayed to 
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the Chief and Principal Budget Examiners and a plan is outlined 
for reflecting the policy in the analyses of the estimates. 

During the study and analysis of the estimates the examiners 
give special attention to matters developed at prior hearings before 
the Bureau of the Budget and the Congress to ascertain whether 
or not the department or agency has complied with suggestions 
made at past hearings. Review of action taken on suggestions and 
recommendations made by the staff to the agency during the year 
as a result of field investigations and conferences in agency offices 
is made to determine the effect on estimates. Consideration is 
given to organizational changes and to increases requested be- 
cause of new legislation which, in view of the Comptroller Gen- 
eral’s interpretations, may require changes in language. All pro- 
posed language changes are carefully reviewed and cleared with 
the attorney in charge of the review of estimate language. 

The amounts requested for individual items in the budget are 
then analyzed in detail, care being exercised to determine that all 
non-recurring items in the prior year have been omitted in the 
estimate under consideration. The justifications: are carefully 
studied in order to determine whether or not the proposed pro- 
grams adhere to administration policy and whether the amounts 
requested seem to be necessary and adequate to carry on the 
program. Work load and personnel requirements are analyzed to 
ascertain that requests are fully justified and to determine the 
amounts required under the proposed recruitment schedule. Dur- 
ing the course of these analyses, complete notes are prepared on 
each appropriation item for use at budget hearings. 


Budget Hearings 

The work of the Estimates Division is assigned to nine groups, 
each group being in charge of a Chief Budget Examiner. The 
examiners in each unit and the Group Head comprise what is 
known as the “hearing committee” for the department or agency 
involved. Such staff members from other divisions as may have 
special interest in the work of the department or agency also sit 
with the committee. These committees conduct hearings on the 
estimates with agency representatives so that there will be devel- 
oped a full understanding of the problems and programs of the 
administrative organization. 
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At the beginning of the hearings the cabinet officer (or agency 
head) or his representative appears before the budget committee 
to discuss the work of the agency, the problems confronting it, or 
such other subjects as he may deem necessary in support of the 
financial program of the agency. The budget officer of the depart- 
ment or agency sits with the representatives of the agency during 
the course of the hearings. As the hearings proceed, the exam- 
iners interrogate witnesses concerning individual estimates and 
prepare additional notes which are utilized later in reaching de- 
cisions on recommendations to be made. 

Since the hearing schedule is arranged for mornings only, the 
afternoon is free for consideration of the data submitted and to 
reach conclusions as to the proposed allowances. Staff members 
of other groups or divisions of the Bureau are present at the after- 
noon sessions to discuss subjects in which they have expressed 
interest and in this way they also contribute toward the decision 
of the allowances. All estimates represent the best judgment of 
the submitting agency as to its actual needs and are, therefore, 
accorded thorough consideration by membership of the hearing 
committee. 


Board of Review and Presidential Approval 


As soon as decisions of allowances are made, the budget com- 
mittee conducts a final review and prepares its recommendations 
for the Assistant Director in charge of the Estimates Division and 
the Board of Review which consists of the Director and three of 
the Assistant Directors. 

The members of the Board of Review, after conferring with the 
examiners concerning their recommendations, determine the al- 
lowance that is to be recommended by the Bureau. The exam- 
iners then prepare a tabular statement of the appropriation items 
and a highlight memorandum for presentation to the President. 
The director confers with the President and after presidential 
action the Chief Budget Examiner and his staff prepare a letter 
for the signature of the Director to the head of the department or 
agency advising with respect to the allowances by the President. 
These advice letters contain specific information as to the allow- 
ances for the agency as well as any recommended appropriation 
language changes. 

52 


- 
| 
| 


43 


a Se PA A 


September 15, 1943 N. A.C. A. Bulletin 


The action of the President in approving. amounts to be in- 
cluded in the Budget for any department or agency is considered 
final but appeals therefrom may be made. Whenever a hearing 
appeal is granted, it is heard by a Board of Review and the Chief 
Budget Examiner of the group and such other persons as may be 
designated to appear. Representatives of the protesting agency 
submit such information at the hearing as they may desire in 
support of the request for reconsideration. The decision of the 
Board is final except in any case where, as a matter of policy, it 
may be advisable to refer the matter to the President for appro- 
priate action. Following the action of the Board or the President, 
the Director notifies the head of the department or agency con- 
cerned of the action taken on the appeal. 

The departments and agencies make the necessary adjustments 
in their estimates to meet the final allowances approved by the 
President and the supporting schedules are then prepared for the 
Budget Document. These adjustments are made within five days 
from the date of the allowance letter and then reviewed by the 
examiners and put in order for the public printer.. The printer’s 
galley and page proofs are reviewed by the departments and the 
examiners and, before the opening session early in January each 
year, the Budget Document is printed and sent to Congress. This 
Document contains, in addition to the statements showing the esti- 
mates of revenue and expenditures, the Budget Message of the 
President which sets forth his fiscal policy. 

During each fiscal year, because of the passage of legislation 
and because of conditions arising which were not known when the 
regular annual estimates were approved, agencies submit supple- 
mental and deficiency appropriation estimates. When these esti- 
mates are received in the Bureau they are studied and analyzed in 
the same manner as annual estimates. Hearings are held and 
recommendations of allowance are approved by the Director 
and/or his assistants and then submitted to the President for ap- 


proval and submission to Congress. ‘ 
Legislative Responsibilities for Appropriations 

The legislative branch has sole responsibility for appropriating 
funds to carry on the activities and services of the Government. 
The appropriations committees of Congress conduct hearings with 
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representatives of departments and agencies prior to making ap- 
propriations. In making appropriations, the Congress is faced 
with the task of (1) determining the advisability of the expendi- 
ture, (2) fixing the responsibility for the spending of funds, (3) 
effecting accountability for money received and spent, and (4) 
checking the ability of the officials for the proper execution of 
their programs and for the efficient expenditure of government 
funds. To this end, the Bureau of the Budget assists through its 
budgetary process by advising Congress through the Budget 
Document and by means of supplemental memoranda to the ap- 
propriations committees. Members of the Congress also secure 
reports from officials, information at hearings, and sometimes 
make investigations and field trips to study operations. Finally, 
the results of these considerations are reflected in the amounts 
appropriated to the executive departments and agencies. . 

The Judiciary, the legislative establishment, and the District of 
Columbia are not subjected to the same scrutiny by the Bureau 
of the Budget as are the executive departments, establishments, 
and agencies. The Bureau of the Budget is responsible for merg- 
ing the estimates of all governmental agencies in the Budget Docu- 
ment and so has the responsibility to make recommendations which 
are in the best interests of the Government and necessary for uni- 
formity of all budgeting processes. In the case of the District of 
Columbia, appropriation estimates are analyzed and informal con- 
ferences are held with District Officials to advise the Commis- 
sioners of such adjustments in estimates as may be considered 
necessary. The estimates from the Judiciary which are approved 
by the Judicial Conference are analyzed by the Bureau of the 
Budget and suggestions are formulated for the administrative 
officer of the courts whenever necessary to make these estimates 
coincide with regular budget practices. 


Budgeting Problems in War Agencies 


The problems of planning and estimating for the military estab- 
lishments and other war agencies are multiplied by the rapidly 
changing conditions. The scope of the program can be compre- 
hended in part by a reference to the following table of war appro- 
priations since July, 1940, to December 31, 1942. 
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War APPROPRIATIONS. 
July 1, 1940, Through December 31, 1942 
Billions 


3 

BEES 

General and Special Accts. 
War Department ....... $1273 $995 $278 5 $918 
Navy Department ...... 64.3 12.3 18.6 45.7 
Maritime Commission .. 6.6 6.6 — 2.4 42 
War Shipping Admin... 1.6 16 as 0.6 1.0 
Lend-Lease Admin. ..... 18.4 16.0 24 78 10.6 
58 49 0.9 28 3.0 

Total, General and Spec. 
224.0 180.6 4 67.7 156.3 
RFC & Subsids. (Net).. 17.2 17.2 -_ 38 13.4 
Total, including RFC.. $241.2 $1978 $434 $71.5 $169.7 


In a program of this magnitude contracts are made and obliga- 
tions incurred considerably in advance of actual expenditures. 
Thus it is usual that more has been obligated than spent. The 
difference between obligations and expenditures is particularly 
great because the war program involves very large, integrated 
projects. Therefore, the task of analyzing financial needs requires 
a study of a much larger number of projects, contract authoriza- 
tions, and obligations than in peacetime. 

The details of a war program are, as the President has stated, 
in constant flux. These details and the very magnitude of the 
program depend upon such variables as the outcome of battles on 
land and sea and in the air; developments in mechanized warfare ; 
the course of production here and abroad; and the policies of 
other governments. A basic shift in the direction of spending 
might result from a shift in strategy: more armaments now and 
fewer new factories to produce them a year from now. Much 
authority is delegated to military and civilian officials in charge 
of war agencies; much reliance is placed on their day-to-day 
judgment. 
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Admittedly, this reliance involves grave risks of mistake or 
abuse. So do other war measures which represent a lifting of 
restraints upon speedy and effective governmental action. There 
has been, however, no unnecessary lifting of checks upon admin- 
istrative discretion. The technique of budgetary preparation and 
financial control are demonstrating the flexibility demanded by war 
conditions. Indeed, there has developed in the War Production 
Board and related agencies a special type of pre-budgetary sifting, 
in terms of the physical content and economic implications of pro- 
duction programs. Accustomed processes of public discussion and 
review retain the broadest scope compatible with war strategy, and 
_ the area of much public review itself is subject to ultimate popular 

control through the democratic processes of debate and election. 


Military Establishments 

The budgeting process for the military establishments requires, 
in addition to the analyses of operating estimates, the determina- 
tion whether the purposes of war legislation for construction are 
being carried out rapidly and efficiently and whether funds appro- 


priated for war projects are being spent in the best interests of the 
Government. Related activities of the war construction program 
are studied, involving such subjects as surplus government-owned 
materials, construction and operation organizations of the Gov- 
ernment, housing conditions, and public works requirements. Air- 
craft assembly plants, ordnance plants, cantonments—in fact, all 
defense and war construction—are objects of examination, re- 
ports, and recommendations. 

The appropriations for the military establishments contain large 
amounts for the payment of personnel and for the furnishing of 
supplies and services, the nature of which requires relatively uni- 
form rates of obligation and expenditure throughout the year; 
hence, large sums for these purposes are obligated on a month-to- 
month or even a day-to-day basis. This results in sizable unobli- 
gated amounts being carried in the books ior long periods of time. 

In a war program necessitating the accomplishment of huge 
construction projects and the procurement of large amounts of 
heavy material and equipment, such as ships, aircraft, tanks, and 
guns, there is always a lengthy lag, in some instances a year or 
more, between entering into a contract and the delivery of the 
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finished product and final payment. This results in large sums be- 
ing recorded and reported as unexpended balances until they are 
used to pay bills after the delivery of goods. 


Lend-Lease Appropriations 

December 31, 1942, three appropriations totaling 18.4 
billion dollars had been made by the Congress for the Office of 
Lend-Lease Administration. These appropriations all stem from 
the authorizing act of March 11, 1941, which provided for aiding 
any country whose defense the President deemed vital to the de- 
fense of the United States. Obligations and commitments totaling 
over 16 billion had been made against the 18.4 billion up to De- 
cember 31, 1942, leaving a free balance of 2.4 billion for obliga- 
tions during the remainder of this fiscal year. The Lend-Lease 
Administration has indicated that the total amount available will 
be completely obligated by the end of this fiscal period to meet 
requirements which have already been projected. 


Apportionments and Reserves 


Our federal system of apportionments has developed out of the 
desire of Congress to curb the evil of deficiency appropriations. 
The first effort in this direction was the insertion of a section in 
the Legislative and Judicial Appropriation Act, approved July 
12, 1870, providing that: 

“No department of the government shall expend, in any 
fiscal year, any sum in excess of appropriations made by 
Congress for that fiscal year, or involve the government in 
any contract for the future payment of money in excess of 
such appropriations.” 

This simple direction to incur no deficiencies failed to accom- 
plish its purpose ; and so Congress sought, by the so-called “Anti- 
Deficiency Act” of 1905, to produce this result by a method of ap- 
portionment of appropriations at such a monthly or other period- 
ical rate of expenditure as would end the fiscal year within the 
amount of each of the appropriations. The apportionments of 
appropriations under the Anti-Deficiency Act were originally 
under the sole control and guardianship of the heads of the de- 


57 


N.A.C. A. Bulletin September 15, 1943 


partments and establishments. With the enactment of the Budget 
and Accounting Act of 1921, a partial measure of control of ap- 
portionments passed to the Bureau of the Budget and it was set 
up there as a measure not only for the avoidance of deficiencies 
but for the accomplishment of savings. 


To assure more accurate apportionment requests and to afford 
the individual agencies a more practicable basis for controlling 
their obligations in accordance with the approved apportionments, 
the Bureau of the Budget authorized apportionment of available 
funds on a quarterly, instead of a monthly, basis beginning with 
the fiscal year 1941, but the reporting of obligations is required 
monthly not later than the 15th day of the following month. 

Initial apportionments of funds made available by appropria- 
tion, reappropriation, allocation, or transfer, and of contract 
authorizations are requested from agencies in accordance with 
Budget-Treasury Regulation No. 1, issued under Executive Order 
8512. This regulation relates to apportionments and reports on 
the status of appropriations and is designed to provide essential 
information in connection with the execution of the government’s 
budgetary and financial program. 

The examiners of the Bureau review the request for apportion- 
ment of appropriations to determine the rate of obligation. Fre- 
quently, conditions change between the time an appropriation is 
made and the time when it becomes available for obligation. These 
must be taken into account in determining the amount which 
should be apportioned for obligation in each quarter of the year. 
Constant watch is kept for changes which make possible the estab- 
lishment of reserves to prevent unnecessary use of funds. As of 
March 31st of this fiscal year, reserves 0£ $314,000,000 had been 
established for savings and contingencies and reserves of $470,- 
000,000 were being held for obligation after June 30, 1943. 


Management Projects 
Administrative studies and close cooperation with old-line and 
new war agencies have brought about many marked improvements 
in the administrative machinery of the Government. Other bene- 
fits accruing to the public have been brought about through more 
effective control over questionnaires, improvements in budgeting 
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techniques, increased efficiency in operations and through more 
adequate financial reporting of the governmental agencies. 

The Bureau, working with the War Department and the Vet- 
eran’s Administration, recently developed a plan of handling 
the insurance premiums of military personnel which will save 
$3,000,000 annually and, what is even of greater importance in 
these times, will make available for other work some 2,000 em- 


The Bureau has carried on a vigorous program of decentraliz- 
ing government agencies to relieve the critical office space and 
housing shortage in Washington. Office space gained from this 
program amounted to 3,000,000 square feet, while 5,000 houses 
and apartments and accommodations for 8,000 single persons have 
been vacated. 

The study of federal hospital administration, in order to estab- 
lish uniformity of standards of operation between the eight major 
agencies in this field, has resulted in better utilization of the nar- 
cotic hospitals at Fort Worth and Lexington, which has permitted 
the transfer of some patients from St. Elizabeths Hospital and 
avoided the necessity of a 500-bed addition to that hospital. Uni- 
form ration allowances were developed aad a study is in process 
to develop a standard allowance for maintenance and operation 
and cost standards for hospital construction. 

Among the other important studies made during the year was 
that of the practices of federal agencies in the utilization of lubri- 
cating oil in motor vehicles and the possibility of economy through 
less frequent oil changes and the wider use of filters. The oper- 
ating practices of large private motor fleet owners were studied 
and recommendations were prepared which should result in an 
annual saving of oil estimated at 750,000 gallons. 

In collaboration with the Treasury Department and the General 
Accounting Office and with the cooperation of the other agencies, 
steady progress has been made in the development and improve- 
ment of our financial reporting as contemplated by Executive 
Order No. 8512. The most important step in this respect in the 
present year has been the standardization of fiscal reporting prac- 
tices of governmental corporations and credit agencies. Hence- 
forth, it will be possible to secure better data with respect to the 
financial condition of corporate activities of Government, and 
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there will be available a more nearly complete picture of the Gov- 
ernment’s financial position. 

At present, in conjunction with the requirements imposed on the 
Bureau by the recent overtime pay act, it is surveying the activ- 
ities of all agencies in order that a reduction in personnel may be 
accomplished. The President has made it clear to the heads of 
every federal agency that he desires every dispensable activity to 
be eliminated for the duration of the war. 


Control over Questionnaires 


The recent passage of the Federal Reports Act places on the 
Bureau an added responsibility (previously temporarily exercised 
under Executive order) for a closer control over the informational 
demands of federal agencies on business organizations and on in- 
dividuals. It requires the Bureau to approve all plans and/or 
forms for the collection of information by federal agencies. The 
purpose is to minimize the inconvenience to the public and to 
improve the procedures in developing questionnaires. 

The Bureau has attempted to make sure that newly established 
agencies utilize to the full information now available in other agen- 
cies and that they rely on the facilities of those agencies for the 
collection and processing of information rather than establish 
duplicating staffs. Many of the agencies have established internal 
controls within their own offices to screen their informational 
needs and reduce them to a minimum. An advisory committee of 
representatives from business organizations and from associations 
with a nation-wide membership has been established in order to 
present the businessman’s viewpoint with respect to government 
questionnaires. 

The number of inquiries which the government agencies will 
make of individuals and corporations will be reduced and the 
furnishing and processing of non-essential information will be 
curtailed. Between ten and twenty per cent of the forms submitted 
for review are rejected and are never issued. In many others, 
modifications are made to improve the data or make it more di- 
rectly service the needs. Moreover, in the process of review of 
forms and questionnaires by the staff of the Bureau working 
closely with departments and agencies, it is estimated that at least 
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another 15 per cent are discarded before they reach the stage of 
formal presentation. Many such examples could be cited. For 
example, mailing lists for forms to and from manufacturers of 
machinery, job printing establishments, and other industrial and 
commercial concerns have been reduced more than 50 per cent for 
each of the reports finally approved by this Bureau. 


Utilization of Federal Supplies and Equipment 

The scarcity of many items needed in the day-to-day operations 
of Government makes it necessary that there be a control to insure 
that the more essential activities of Government have the tools with 
which to work. Some agencies are undergoing major reductions 
in their programs. Others have inventories of materials and sup- 
plies more than adequate to meet their current needs. Others, 
whose duties are being expanded by reason of war activities, find 
it difficult to obtain the equipment with which to carry out those 
functions. Heretofore, the decision as to whether an item was 
surplus to the needs of an agency rested in the head of that agency. 
Too frequently there was a lack of willingness to declare as sur- 
plus items currently in excess of their needs for fear that at a later 
time they would perhaps be unable to obtain such items. Others 
held undeclared surpluses because of the hope that a program 
temporarily suspended might again become active and the officials 
wished to have adequate supplies and equipment ready for that 
time. 
In many classes of equipment, scarcities are developing which 
make necessary the equivalent of a rationing program. It was to 
meet conditions such as these that Executive Order No. 9235 was 
issued. By this means it is hoped that, when essential programs 
are approved by the President and appropriated for by the Con- 
gress, there will exist the necessary machinery to provide the 
physical equipment needed for the execution of the programs. 
The concentration of warehousing under Executive Order No. 
9235 in the hands of the Procurement Division will decrease the 
size of the inventories necessary and will permit more flexibility 
in the distribution of materials. In those cases where it is found 
feasible and economical to do so, property will be reconditioned 


_ by the Procurement Division and allocated to the various agencies, 


thus conserving materials needed for the war effort. 
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Conclusion 


It may be said that the Bureau of the Budget, as a division of 
the Executive Office of the President, is near the center of the 
stream of administrative activity in our Government. Its task is 
to assist the President in the many tasks of coordination and man- 
agement ; its activities directly affect all of the 132 million people 
of our country. 

The Federal Budget reflects the social and economic complex- 
ities of a vigorous, growing nation, the individual relationships of 
our society. In its preparation, careful attention and expert study 
are given to such widely divergent subjects as the quarantine of 
shellfish and-the planning of multi-million dollar housing projects, 
the inspection of dairies on the farms and the spectacular devel- 
opments in the greatest aeronautical laboratory in the world, the 
cattle tick in Texas, and the newest warships on the ways in 
Massachusetts. 
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